THE SECURITIES REPRESENTED BY THIS NOTE HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933 AND MAY NOT BE SOLD, TRANSFERRED OR ASSIGNED UNLESS COVERED BY AN EFFECTIVE REGISTRATION STATEMENT UNDER SAID ACT, A TRANSFER MEETING THE REQUIREMENTS OF RULE 144 OR REGULATION S OF THE SECURITIES AND EXCHANGE COMMISSION, OR AN OPINION OF COUNSEL SATISFACTORY TO THE ISSUER TO THE EFFECT THAT ANY SUCH TRANSFER IS EXEMPT FROM SUCH REGISTRATION.
COHOUSING PROJECT, LLC

COMMUNITY MEMBER NON-INTEREST BEARING EQUITY

 (______% DISCOUNT NOTE) 

PROMISSORY NOTE

PHASE IX

$               .00





           



, 201X__
Cohousing Project, LLC, a California limited liability company (“Company”) hereby promises to pay to __________________________________ (the "Lender") the amount of   ___________________ _________________________dollars ($                       .00) or such amount as has been deposited by Lender with the Company in accordance with the terms and conditions set forth herein at __________________________________________________________(address) or such other place as the holder of this Note may from time to time designate. 

Repayment

In the event the Lender elects to purchase a residential unit at the XXXXXXX Cohousing Community to be located on XXXXXXXXXXXXXXX (the “Project”), the principal amount of this Note, up to an amount equal to twenty percent (20%) of the purchase price of the residential unit, will be credited toward the base purchase price for the residential unit upon close of escrow on a residential unit. In the event the principal amount of this note is greater than twenty percent (20%) of the purchase price of the residential unit Lender acquires in the Project, then repayment of any remaining principal owed after close of escrow on the Lender's residential unit may be deferred by the Company until after payment of all loans received by the Company from institutional lenders and non-community member lenders to the Project (other than withdrawn community lenders, who may be repaid after full repayment of this Note) and any such repayment shall be subordinate to such other loans.
In addition to repayment of all or a portion of the principal amount of the note as a credit toward the purchase price of a residential unit, a discount equal to ______ percent (__%) of the total principal amount of this Note for a total discount of ___________dollars and 00/100 ($  .00) ("Preferred Discount") shall be applied as a reduction in the purchase price of the residential unit in the Project in the event the Lender elects to purchase a residential unit in the Project.   The Preferred Discount shall be earned and applied at close of escrow on Lender's residential unit in the Project in addition to the amount of principal applied toward the purchase price as set forth above.
Conversion to Interest Bearing Note. If at any time during the term of this Note after the release of the Loan from the Escrow account, the Lender determines to NOT purchase a residential unit in the Project, the Lender shall so inform the Company in writing and this Note shall be converted to an interest-bearing note as of the date the written notification of the Lender's election not to purchase is received by the Company ("Conversion Date"). The Lender will forfeit any Preferred Discount earned from date of execution of this note to the Conversion Date. The interest rate accruing on the Note as of the Conversion Date shall be two percent (2%) compounded annually. In the event the Note is converted to an interest bearing note by the Lender's election to not acquire a residential unit, the entire principal balance together with all accrued unpaid interest shall be due and payable in full on the earlier of (i) sixty (60) days after the final closing of all residential units in the Project or (ii) December 31, 201X, but only to the extent of any available funds from the sale of residential units in the Project after payment of all other lenders and all costs and expenses of development of the Project. This promissory note is subordinate to all notes to institutional lenders providing development and construction financing for the Project and any other Notes or repayment obligations, which may be issued by the Company. This note shall be unsecured.

The following provisions shall apply at all times from and after the date of execution of this Note:

1.  This Note may be prepaid in whole or in part at any time without penalty.

2.  All amounts payable under this Note are payable in lawful money of the United States. Checks will constitute payment only when collected.

3.
Upon any Event of Default under this Note the Lender may, at its option and upon written notice, declare immediately due and payable the entire unpaid principal balance of this Note, together with all accrued but unpaid interest. An “Event of Default” shall include any failure to abide by the material terms of this Note, which failure shall not be cured within thirty (30) days of written notice from Lender to Company. An Event of Default shall also be deemed to occur upon the Company having filed a petition in bankruptcy, reorganization, or arrangement with creditors or making an assignment for the benefit of creditors or applying for or consenting to the appointment of a receiver or trustee for its assets, or a substantial part thereof, or if a court order is entered adjudicating the Company a bankrupt or insolvent, or appointing a receiver or trustee for the Company or its assets and such order remains unstayed and in effect for ninety (90) days, or if the interest in Company’s property is transferred or sold involuntarily by a sale under execution, levy, or similar process.

4.
The Company agrees to pay all costs of collection when incurred, including but not limited to reasonable attorney’s fees. If any suit or action is instituted to enforce this Note, the Company promises to pay, in addition to the costs and disbursements otherwise allowed by law, such sum as the court may adjudge reasonable attorneys’ fees in such suit or action.

5.
Notwithstanding any other provision of this Note, it is expressly agreed that liability on this Note shall be limited to the Company.

6.
This Note will be governed by and construed in accordance with California state law.

7.
The unenforceability or invalidity of any provision or provisions of this Note as to any persons or circumstances shall not render that provision or those provisions unenforceable or invalid as to any other persons or circumstances, and all provisions hereof, in all other respects, shall remain valid and enforceable.

8.
The terms of this Note shall apply to, inure to the benefit of, and bind all parties hereto, their heirs, legatees, devisees, administrators, executors, personal representatives, and permitted successors and assigns. Whenever used, the words “undersigned,” “holder,” "Company," or “Lender” shall be deemed to include the respective heirs, legatees, devisees, administrators, executors, personal representatives, and permitted successors and assigns of the Company, the holder, undersigned, or the Lender as applicable. Notwithstanding the above, this Note may not be assigned, sold or transferred by the Lender.

9.
This Promissory Note has not been registered under any federal or state securities law. It has been acquired for investment and may not be transferred without an effective registration statement pursuant to such laws or an opinion of legal counsel satisfactory to the Company that registration is not required.

10. Lender represents and warrants that Lender: (a) is aware that this Note (the “Securities”) has not been registered under the Securities Act of 1933, as amended (the “Act”) or under any state securities laws, and will be issued pursuant to an exemption from registration contained under the Act and such state securities laws based in part upon the representations of the Lender contained herein; (b) is acquiring the Securities solely for his own account and not as a nominee for any other party and not with a view toward the resale or distribution thereof; (c) is able to bear the economic risk of the purchase of the Securities, including a complete loss of the Lender’s investment; (d) has been afforded an opportunity to ask such questions of the Company, its agents, accountants and representatives concerning their respective business, operations, financial condition, assets, liabilities, and other relevant matters as it has deemed necessary or desirable; and (e) will, upon demand by the Company, take all actions necessary, including executing any documents, to subordinate this Note, once or multiple times, to any senior lienor, as set forth herein, who loans money to Company in connection with the financing of the Project.
COHOUSING PROJECT, LLC, a California Limited Liability Company

By: _______________________________________________





Manager

TERMS AGREED TO THIS _____DAY OF ____________, 2010

LENDER:

Signature
Lender’s SSN:  ____________________________________

Lender’s contact information:
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